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German Views on International Monetary Problems 


Speaking at Diisseldorf on November 10, 1961, Mr. 
Karl Blessing, the President of the Deutsche Bundes- 
bank, discussed the current world monetary situation 
and problems. 

Mr. Blessing said that the satisfactory working of the 
pre-World War I gold standard owed a lot to world 
peace and to the City of London. But the main reason 
why it functioned so well was that nations were willing 
to observe the rules of the game. In the 1920’s the 
gold standard collapsed because it was overburdened in 
a world of reparations, interallied debts, and economic 
crises. The attempts to return to monetary order and 
discipline in a free world economy after World War II 
had sought to avoid a similar overburdening of the new 
international monetary mechanism. Convertibility of as 
many currencies as possible was put at the end, and not 
at the beginning, of a slow process, which began with 
the healing of war wounds and the removal of obvious 
sources of economic distortions. In December 1958 
these toilsome efforts were crowned by a significant 
achievement: the return to convertibility of all impor- 
tant world currencies. In all fairness to the system in- 
augurated at Bretton Woods, which had been severely 
criticized recently, it should be said that a degree of 
stability vis-a-vis the dollar, and indirectly vis-a-vis 
gold, had now been reached that had not existed 
since 1914. 

The process of adjustment to the new situation was 
still under way, and many of the current difficulties 
stemmed from the reluctance with which countries ac- 
cepted the rules required under the new system. The 
apparent antagonism between policy obligations arising 
within a system of convertible currencies and domestic 
aims was not yet completely resolved. The coordination 
of conflicting policies through international cooperation, 
i.e., the replacement of quasi-automatic adjustments 
under the old gold standard by commonly agreed action, 
was no easy task. But the forces working for a well- 
functioning international monetary system, represented 
especially by the central banks of the major countries, 
were advancing and cooperation had never been better. 
The joint action in the spring of 1961 to support the 
pound sterling was sufficient proof of the effectiveness 
of such cooperation. However, the central banks’ poli- 


cies could only be successful if their governments pur- 
sued appropriate economic, fiscal, and social policies, 
designed especially to avoid inflationary developments. 


In recent months urgent calls for improvement or 
reform of the international monetary system had been 
prompted by the fear of a growing shortage of inter- 
national liquidity, which might lead to considerable de- 
flationary developments. Others saw a need to abandon 


the gold exchange standard because of its inflationary 
dangers. 


In Mr. Blessing’s view the world was suffering at 
present from too much, rather than from too little, 
liquidity. The greater danger must, therefore, be seen 
in inflation rather than deflation. However, the alleged 
inflationary dangers of excessive creation of interna- 
tional liquidity under the gold exchange standard in 
its present form should not be exaggerated. It was not 
the gold exchange standard as such that was good or 
bad; its satisfactory working depended entirely on its 
proper management. Of the total monetary reserves 
(about $60 billion) of the noncommunist world at the 
end of 1960, $39 billion was held in gold and $22 
billion in foreign exchange. If this relation of about 2:1 
between gold and foreign exchange holdings were main- 
tained in future, there should be no great danger of 
inflationary credit expansion. In future the expansion 
of international liquidity through the gold exchange 
standard was likely to proceed at a slower pace than 
hitherto. Limits to a further rise in the foreign in- 
debtedness of key currency countries became more and 
more evident, and at the same time the desire to ac- 
cumulate foreign exchange reserves would not continue 
indefinitely. 


The system rested, of course, on the confidence 
of the countries holding foreign exchange as part of 
their total reserves that they could exchange their hold- 
ings at any time and without loss for international pay- 
ments or the purchase of gold. Should this confidence 
be destroyed, a very critical situation would develop. 
A return to the old gold standard by an increase in the 
price of gold was not an appropriate course to prevent 
such critical developments, whatever advantages the 
pure gold standard might have. 


NOTICE 
| The News Survey will not be published on December 29, 1961 or January 5, 1962. The next issue will be 
Volume XIV, No. 1, January 12, 1962. 
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Contrary to the classical gold standard, the interna- 
tional monetary system of today did not automatically 
redress developing imbalances. Institutions such as the 
Bank for International Settlements, the European Eco- 
nomic Community, the Organization for Economic Co- 


operation and Development, and the International 


Association of African Countries with EEC 


On December 6 and 7, 1961, negotiations were held 
in Paris between the foreign ministers of the countries 
of the European Economic Community (EEC) and 
representatives of their 16 former overseas territories: 
Cameroun, Central African Republic, Chad, Congo 
(Brazzaville), Congo (Leopoldville), Dahomey, Ga- 
bon, Ivory Coast, Malagasy Republic, Mali, Mauri- 
tania, Niger, Senegal, Somalia, Togo, and Upper Volta. 
The negotiations were undertaken to evolve a new 
form of association between the EEC and these African 
countries to replace that established in 1957 (when 
most of these countries were still colonies), which 
guaranteed them substantial advantages in the Common 
Market and which expires at the end of 1962. 

A communiqué issued at the end of the conference 
stated that agreement had been reached on a new con- 
vention of association, which would take effect on 
January 1, 1963; and that the present economic co- 
operation would be continued in an expanded form. 
The new convention would give the associated African 
countries advantages at least equal to those guaranteed 
by the Treaty of Rome. It envisaged measures which, 
by common agreement, would facilitate access to the 
European market of tropical African products, while 
the African countries, on the other hand, would be 
allowed to levy tariffs if this were necessary for their 
economic development or industrialization. 

The communiqué also said that it would be the aim 
of the association to further the interests of the as- 
sociated countries and the welfare of their people “ac- 
cording to the principles expressed by the Treaty of 
Rome.” This sentence, the result of a difficult com- 
promise, apparently indicates that the future convention 
of association will be legally based on Articles 131-136 
of the Treaty, which originally defined the status of 
association of the former overseas territories. A final 
decision on the duration of the new convention could 
not be reached, but it will be from five to seven years, 
with the majority of the African countries in favor of 
seven years. 

The association of the African countries with the 
EEC will receive a firm institutional link through the 
establishment of a permanent Council of Ministers, an 
Association Committee, and an institution on a parlia- 
mentary level. The negotiations concerning the actual 
elaboration of the new convention will be entrusted to a 
Steering Committee, assisted by three working groups 


Monetary Fund were therefore of great importance. In 

these organizations differing views were clarified and 

harmonized, current developments analyzed, and steps 

taken to deal with imminent problems. 

Source: Deutsche Bundesbank, Monatsberichte, Frank- 
furt am Main, Germany, November 1961. 


for institutional problems, technical and financial co- 
operation, and trade problems. In January these 
groups will begin their work in Brussels, and the 
Ministers will hold another meeting, also in Brussels, 
on April 9 and 10, 1962, at which time they will decide 
on the date for the final signature conference, which is 
expected to take place in mid-1962. 

The associated African countries will continue to re- 
ceive at least as much economic assistance as is now 
provided by the Treaty, i.e., $581 million over five 
years. The EEC Overseas Development Fund, through 
which this aid is channeled, will continue to exist, with 
certain modifications. In future negotiations, the possi- 
bilities of increasing this Fund, as desired by the African 
countries, will be discussed. 


Sources: The Washington Post, Washington, D. C., 
December 8, 1961; Le Monde, Paris, France, 
and Die Welt, Hamburg, Germany, Decem- 
ber 9, 1961. 


Europe 
Effects of Bank Rate Changes on the Sterling Area 


In a recent statement, Mr. Crossley, Chairman of 
Barclays Bank D.C.O., said that people in London 
often forgot the difficulties caused to other members 
of the sterling area by sudden changes in the bank rate. 
The worst aspect, he thought, was the extra difficulty 
and expense involved in raising additional capital, the 
cost of which often compared unfavorably with rates 
quoted elsewhere. Because of this, London might cease 
to be able to compete as the financial center of, and 
banker to, the sterling area. 

Source: The Financial Times, London, England, De- 
cember 11, 1961 


Nordic Cooperation Conference 


The Prime Ministers of Denmark, Finland, Iceland, 
Norway, and Sweden, together with the Presidium of 
the consultative Nordic Council, met in Hangg, Fin- 
land, on November 11 and 12, to discuss means of de- 
veloping closer cooperation in cultural, economic, and 
legal affairs, and continuing the cooperation already 
established in these fields. It was agreed that govern- 
ment experts from the five countries should work out 
draft proposals for a Nordic Cooperation Convention, 
which will be the main item at the 10th session of 
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the Nordic Council, to be held in Helsinki in February 
1962. The purpose of the proposed draft Convention 
will be to give a more binding form to the Nordic 
cooperation which now exists in a number of fields, and 
to extend it still further. One of the draft proposals 
would commit the five nations to avoiding obstacles 
to commercial cooperation. 
The Norwegian Premier, Mr. Einar Gerhardsen, in 
a statement on the Hang@ conference, observed that it 
was the European market situation that had made it 
advisable to consider the Cooperation Convention at 
this time. It was especially important, he said, to seek 
ways of preserving the present cooperation between 
Finland and the other Nordic countries. 
Source: Norwegian Information Service, News of Nor- 
way, Washington, D. C., November 23, 1961. 


Norwegian Coinage Proposals 


If the Norwegian Parliament approves a proposed 
coinage bill, the responsibility for determining the vol- 
ume of the coin issue would be transferred to the Bank 
of Norway from January 1, 1962. (Questions con- 
cerning the size, weight, and form of coins would, how- 
ever, remain within the province of the Crown.) For 
bookkeeping purposes, the change-over would entail the 
transfer to the Bank of Norway of the premises, plant, 
and other assets of the Royal Mint. The Government 
would guarantee to the Bank of Norway a sum equal 
to the amount of coins in circulation as shown in the 
books of the Ministry of Finance as at January 1, 1962. 
Finally, the Coinage Control Commission, which no 
longer has any _ practical would be 
abolished. 

The Government has also proposed that the law be 
changed to permit 5-krone coins to be issued. 


significance, 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, November 6, 1961. 


New Guiding Ratios fer German Bank Credits 


The Central Bank Council of the Deutsche Bundes- 
bank has calculated the guiding ratios for bank credits 
required under the new Bank Law, which will come into 
force in the Federal Republic of Germany on January 1, 
1962 (see this News Survey, Vol. XIII, p. 284). It is, 
however, undecided when the new guiding ratios will 
be put into effect. 

Under the new regulations the total of a bank’s 
short-term, medium-term, and long-term credits to firms, 
private persons, and other banks—except long-term 
loans serving as cover for bonds or granted against 
mortgage on real estate or ships—should not exceed 18 
times its own capital and reserves. Long-term lendings, 
participations, and investments in nonmarketable securi- 
ties and in real estate should not exceed the bank’s 
long-term funds, i.c., the bank’s own capital and re- 


serves, its own bonds in circulation, and long-term 
loans taken up, plus 60 per cent of its savings deposits 
and 10 per cent of the sight and time deposits of non- 
bank depositors. An over-all limit is also proposed for 
a bank’s loans and advances, holdings of marketable 
securities, and those assets described in the balance 
sheet as “other assets.” These should not exceed 60 
per cent of the bank’s sight and time deposits of non- 
bank depositors, plus 20 per cent of its savings de- 
posits, 35 per cent of the sight and time deposits of 
other banks, 35 per cent of funds taken up with a cur- 
rency period of between one month and four years, 80 
per cent of credits taken up abroad on behalf of clients, 
and 80 per cent of its own acceptances and promissory 
notes in circulation. 

Source: Handelsblatt, Diisseldorf, Germany, Novem- 

ber 18, 1961 


Discussion on Common Market for the Escudo Area 


Dr. José Gongalo Correia de Oliveira, the Portuguese 
Minister of State, speaking before the ministerial coun- 
cil of the European Free Trade Association (EFTA), 
commented on the decree law recently issued and sub- 
mitted to the EFTA and the General Agreement on 
Tariffs and Trade, which established the free circula- 
tion of merchandise and a system of intraregional pay- 
ments for the Portuguese escudo area (see this News 
Survey, Vol. XIII, p. 353). Its principal aim, he said, 
was to accelerate the process of national economic in- 
tegration already under way in conformity with the con- 
stitution and laws of Portugal. The benefits obtained 
from previous legislation along the same lines, and the 
modern trends toward international integration, were 
basic in motivating the Portuguese decision. That there 
was no conflict between the creation of a common mar- 
ket for the escudo area and the participation of Portugal 
in other efforts of international integration such as the 
EFTA was brought out by a careful review of the 
problem. 

The aim was to achieve the more limited goal of a 
“free trade zone” rather than a customs union. Within 
a maximum period of ten years trading in goods of 
national origin within the escudo area would be freed 
from quantitative restrictions and customs. Current 
transactions in invisibles and capital movements would 
be liberalized pari passu with the improvement of con- 
ditions in the less developed regions of the escudo area, 
as a result of measures taken to stimulate development 
on a global basis. The foundations were also being 
created for a system of intraregional payments, based 
on the escudo, which would ensure orderly financial 
transfers within the region and which would be very 
helpful in strengthening the process of trade liberali- 
zation. 

The creation of a unified market for the escudo area 
would be of particular interest for Western Europe, 
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owing to the varied geographical and economic condi- 
tions in this vast area, the abundance of its resources, 
its expanding consumption requirements, and primarily 
to its readiness to participate as a unified large market 
in the movement toward international cooperation. 


Source: Jornal do Comércio, Lisbon, Portugal, Novem- 
ber 21, 1961. 


Italy's Economic Expansion in 1961 


The institute for the study of the business cycle in Italy 
(Istituto Nazionale per lo Studio della Congiuntura) 
has recently published its first estimates of economic 
conditions in 1961, from which it appears that since the 
middle of the year the Italian economy has recovered 
the momentum which it seemed to have lost at the 
beginning of 1961. For the full year the gross national 
product is expected to have increased by 6.5 per cent 
in real terms, compared with 7 per cent in 1960 and 8 
per cent in 1959 


The rate of increase in industrial production is esti- 
mated at 9 per cent, compared with 14 per cent in both 
1959 and 1960. It must be remembered that the un- 
usually fast expansion during the second half of 1959 
and the first half of 1960 resulted from extraordinary 
factors, such as a sudden increase in foreign demand 
followed by an expansion of domestic investment which 
created additional productive capacity. In contrast, the 
current expansion of industrial output is based mainly 
The marked 
rise in industrial wages and in employment has led to 
higher demand for consumer durable goods. mainly 
vehicles and home appliances. 


on the growth of domestic consumption 


Investment has also 
been sustained, and there are important projects of in- 
dustrial expansion, such as those of the steel industry, 
which is currently working at full capacity 


Construction is estimated to have increased by 9 per 
cent in 1961, a rise in home building having, it is be- 
lieved, more than offset a decline in public works. 
Services are estimated to have increased by 10 per cent. 
The increase in agricultural output has been less 
marked, about 5 per cent: fruit production is estimated 
to have been very good, but the crop of cereals, al- 
though not unfavorable, still cannot compare with that 
of the record year 1959. 


Exports are estimated to have increased by 13 per 
cent in volume, compared with 21 per cent in 1960, 
and imports by 10 per cent, compared with 45 per cent 
in 1960. The balance of payments is still in surplus. 
During the first nine months an unfavorable trade bal- 
ance—on a cash basis—amounting to $0.7 billion was 
more than offset by net receipts from services and uni- 
lateral transfers estimated at about $1 billion and by the 
net inflow of foreign capital of up to $0.2 billion. As 
a result, central reserves increased by $300 million, 


to a total of $3,380 million at the end of September 
1961, and the foreign exchange holdings of the com- 
mercial banks increased by $200 million. 


Sources: 24 Ore, Milan, Italy, December 8 and 10, 
1961. 


Greek Economic Policy 


On December 5, 1961, the Prime Minister of Greece, 
Mr. Constantine Karamanlis, presented to Parliament 
a statement on the policies of his Government. Mr. 
Karamanlis pointed out that during the six years that 
his Government had been in power the national in- 
come had risen by 59 per cent and monetary stability 
had been preserved. To maintain the pace of growth 
certain changes would now be required in the structure 
of the Greek economy to achieve higher industrial pro- 
duction and an expansion of exports. (The increase in 
the Greek gross national product in 1961 is provisionally 
estimated at about 10 per cent, the main contributor 
being agricultural production, which will exceed last 
year’s results by 16 per cent. In 1960, gross national 
product increased by 6.3 per cent.) 


Mr. Karamanlis outlined the following five-point pro- 
gram: (1) Monetary stability is to be strictly safe- 
guarded and sound financial and credit policies fol- 
lowed. Special measures will be taken to assure the 
further utilization of bank credits designed to increase 
production and exports. (2) Investment projects of 
general economic utility will be expedited, and the exe- 
cution of the five-year development plan is to be ac- 
celerated. (3) Assistance will be given to farmers in 
order to encourage the output of high-quality products. 
(4) Assistance will also be rendered to industry and 
handicrafts to facilitate the modernization of their 
activities along both technical and organizational lines, 
in order to increase their exports. (5) The general 
standard of education, as well as of technical and pro- 
fessional training, is to be further improved. 


In its efforts to reorganize the structure of the Greek 
economy, the Government would give first priority to 
increasing the production, quality, and competitiveness 
of agricultural, industrial, and handicraft products for 
export. In agriculture, emphasis would be given to land 
improvement projects and the development of crops 
favored by the Government, by making available suffi- 
cient and preferential financing through the Agricultural 
Bank. Industry and handicrafts, Mr. Karamanlis said, 
should concentrate on the varieties and qualities that 
met international demand. A series of government 
measures, comprising a reduction of charges, the reim- 
bursement of levies and taxes, and preferential credit 
facilities, would aim at orienting business initiative to- 
ward exports. The Greek business community, how- 
ever, with rare exceptions, had not yet adequately re- 
sponded to the national economic objectives; if no 
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satisfactory response was forthcoming from private en- 
terprises, the Government would proceed on its own, 
with the probable cooperation of foreign businessmen, 
to establish large modern export enterprises. Mr. 
Karamanlis emphasized the beneficial effects of foreign 
participation in accelerating the technical and organi- 
zational modernization of Greek industry and handi- 
crafts. He emphasized the dependence of the Greek 
economy on foreign assistance in the form of develop- 
ment credits and defense aid, pointing out that Greece 
had made full use of such assistance in the past. The 
creation of a special North Atlantic Treaty Organization 
fund to assist economically weak NATO members in 
their defense efforts was suggested. 

Imports during the first nine months of 1961 
amounted to about $425 million, some 20 per cent more 
than in 1960, while exports remained about the same 
as last year, some $120 million. The current account 
deficit, however, amounted to only $25 million, mainly 
as a result of substantial increases in receipts from 
shipping and tourism. Private capital imports were 
some 22 per cent higher than in 1960, reaching about 
$50 million. While the Greek Government has no in- 
tention of departing from its liberal import policy de- 
spite the strong and progressive rise of imports, control 
over excessive import expansion is to be exercised by 
stricter control over the use of credit for imports for 
nonproductive purposes 


During the first nine months of 1961, budgetary 
revenues on current account from internal resources 
rose by 16 per cent as a result of the rapidly increasing 
national product and rising imports (about one third of 
the total increase relating to import duties). Excluding 
some nonrecurrent items, the “true” increase in budge- 
tary receipts was 14 per cent, about twice the size of 
the original estimate. Requests for a reduction of taxes 
based on the budget surplus are, however, to be re- 
jected, although proposals to redistribute the tax burden 
more fairly, to combat tax evasions and to reduce 
certain exemptions, will be submitted to Parliament. 
Tax privileges will be granted only for the promotion of 
productive investments and exports. It is the intention 
of the Government that the current budget should make 
a large contribution to the investment budget. During 
the last three years, some 30 per cent of public in- 
vestment has been met from internal loans. 


Mr. Karamanlis pointed out that, in view of private 
capital requirements and the prospective burden of the 
service on the public debt, internal loans for public in- 
vestment purposes could not be extended beyond cer- 
tain limits. The government investment program of 
Dr 5.4 billion for 1961 was expected to be fully realized. 
The program for 1962 would be about the same, invest- 
ment by public enterprises and institutions being some- 


what larger than in 1961; aggregate public investments 
were expected to total Dr 9 billion. 


Sources: Office of the Prime Minister, Press Release, 
Athens, Greece, December 5, 1961; Naftem- 
boriki (English edition), November 8 and 16 
and December 6, 1961, To Vima,- Novem- 
ber 12, 14, 25, and 26, 1961, and Econo- 
mikos Tachydromos, November 27, 1961, 
Athens, Greece. 


Relaxation of Exchange Controls in Turkey 


On November 16, 1961, the Turkish authorities de- 
cided to waive proceedings in respect of violations com- 
mitted up to that date of the requirement to sell all 
foreign exchange to authorized banks, in cases involving 
up to $5,000. The exchange control office was also 
authorized to waive up to $10,000 in any one trans- 
action, if the person who had been required, but had 
failed, to sell the foreign exchange could not clearly 
be accused of bad faith. 


On November 23, 1961, the Government put into 
effect new regulations for “imports without payment” 
(i.e., with foreign exchange held abroad), covering a 
wide range of imports by residents and nonresidents for 
commercial or other purposes. A general permission is 
given to import without payment all goods included 
in the free import list. Originally, it was intended that 
items in the free import list would not only be granted 
an import license, but also an automatic foreign ex- 
change allocation. However, since a considerable por- 
tion of Turkey’s imports are financed through credits 
and grants from the International Cooperation Adminis- 
tration (ICA), which are subject to certain restrictions, 
a number of items in the free list may be imported only 
against ICA dollar allocations. 


A wide range of articles may be imported without 
payment after specific permission in each instance -has 
been obtained. As a general principle, persons domi- 
ciled in Turkey but residing abroad or having earned 
foreign exchange abroad may effect imports correspond- 
ing to their “savings,” which are defined as a person’s 
monthly average earnings minus a minimum cost of liv- 
ing fixed for the country in question (i.e., the Turkish 
students’ allowance ). 


The exchange control office will examine import re- 
quests up to a value of $5,500. Imports exceeding this 
limit have, as in the past, to be decided upon by the 
Ministry of Finance, which will, however, now be re- 
lieved of the task of examining requests to import 
automobiles. 

Sources: Official Gazette, Nos. 10959 and 10965, 
Ankara, Turkey, November 16 and 23, 1961; 
Le Journal d'Orient, Istanbul, Turkey, 
November 17 and 28, 1961. 
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Foreign Trade of Yugoslavia 


In the first ten months of 1961 Yugoslavia’s foreign 
trade deficit amounted to about $300 million, some $70 
million more than the year before. Imports increased 
by the same amount, mainly on account of an increase 
in the value of imports of wheat, from $3 million to 
$50 million, reflecting the disappointing harvest in 1961. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
November 11, 1961. 


Middle East and Africa 


Pakistan's Compulsory Cotton Textile Exports 


The Pakistan Government has set a compulsory export 
target for 1962 of 80 million yards of cotton textiles, 
which the all-Pakistan Textile Mills Association has 
given an undertaking to fulfill. In return the Government 
has announced incentives for textile exports and an ex- 
pansion of the capacity of mills. Certain specified raw 
materials required by the textile industry will have cus- 
toms rebates. At the same time the ratio of spindles to 
looms has been raised from 50:1 to 60:1. 


Source: The Financial Times, 
December 6, 1961. 


London, England, 


Law Regarding Commercial Agencies in Iraq 


The Iraqi Minister of Commerce has issued regula- 
tions for the implementation of the 1960 Law on 
Commercial Representation, under which all commer- 
cial agencies in Iraq will, in future, be confined to 
Iraqi nationals or to companies having a majority of 
their shares in Iragi hands. Export firms are exempt. 
A 6-month period of grace has been granted, from the 
date of publication of these regulations, for handing 
over to Iraqi nationals the agencies subject to this law. 
This period has been extended to 12 months for a 
limited number of agencies—including those importing 
foreign vehicles, machines, heavy equipment, and gener- 
ators—which require a higher degree of technical 
knowledge. According to the Registrar of Companies, 
the 663 foreign-owned trade agencies affected by this 
law are handled by 42 foreign individuals or companies, 
many of them British. Separate regulations will be issued 
for companies owned by nationals of the Arab States. 


Source: Middle East Economic Digest, London, Eng- 
land, December 8, 1961. 


Floods in East Africa 


Most East African countries are experiencing eco- 
nomic and financial difficulties due to the devastation 
caused by continued inclement weather and floods. 


Drought conditions which prevailed in East Africa 
through most of 1961 were succeeded, more recently, 
by unprecedented rain and floods. Flood damage has 
been particularly severe in Somalia, Kenya, and Tan- 
ganyika. It is reported that many lives have been lost 
and that extensive damage has been done to property 
and livestock; thousands of people are homeless and 
large numbers face starvation. The situation has been 
aggravated by the outbreak of epidemics in the after- 
math of the floods. Emergency aid has been rushed to 
East Africa from the United Kingdom, the United 
States, the U.S.S.R., and other countries. 


While no reliable estimates of the flood damage are 
yet available, it is believed that the bulk of Somalia's 
standing food crops and about one half of the banana 
crop, the country’s main export, have been destroyed. 
In Kenya, European farmers estimate their losses at 
about £5 million ($14.0 million), and some 500,000 
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head of Masai cattle are estimated to have died as a 
result either of the flood or of the drought. An official 
estimate of the expenditure necessary in Kenya to repair 
roads and bridges and to provide food for starving 
tribesmen is about £2 million. 


Sources: The Times, November 27 and 28, 1961, and 
The Financial Times, December 8, 1961, Lon- 
don, England; The Washington Post, Wash- 
ington, D.C., November 30, 1961. 


Far East 


Rubber Export Duties in Ceylon 


From November 26, 1961, the duty on rubber 
exported from Ceylon was changed, and a sliding scale 
system was introduced. The duty will be fixed weekly 
on the basis of the London price of Grade 1 sheet 
rubber during the preceding week. At the end of Novem- 
ber, and in early December, the export duty on rubber 
was 14 Ceylon cents a pound, against the previous flat 
rate of 20 Ceylon cents a pound (see this News Survey, 
Vol. XIII, p. 61). 


Sources: Ceylon News, Colombo, Ceylon, November 30 
and December 7, 1961. 


Korea's Five-Year Power Development Plan 


Under Korea’s Five-Year Power Development Plan 
(1962-66), the total power generating capacity of the 
country will be increased by 659,000 kilowatts, to 
950,000 kilowatts. Construction of two hydroelectric 
plants and seven thermal plants, with an aggregate 
capacity of 325,000 kilowatts, will begin in 1962; 
projects for the remainder of the planned capacity will 
be started in the later years of the plan period. The 
authorities estimate that the cost of the projects will 
total the equivalent of $140 million in foreign currency 
plus hw 110 billion. The foreign currency requirements 
will be obtained partly from Korea’s foreign exchange 
reserves and partly from loans by the U.S. Agency for 
International Development and the Federal Republic 
of Germany. The domestic currency costs will be met 
by loans from the Korean Reconstruction Bank, by the 
profits of the Korean Electric Power Corporation, and 
by appropriations from counterpart funds. 


The Power Development Plan is based on an estimate 
that demand for electric power will increase by 12 per 
cent per annum during 1962-66. When the Plan is 
completed, the total power generating capacity in the 
country may exceed the estimated demand for power 
by 17,000 kilowatts. 


Source: Chosun Ilbo, Seoul, 
1961. 


Korea, November 25, 


Western Hemisphere 


IDB Activities 


The Inter-American Development Bank (IDB) has 
announced approval of the following loans: 


Amount 
Borrowing Interest (US$'000 
Country (per cent) equivalent) 
9 Argentina 12 5% 700 
9 Peru 10 5% 1,500 
23 ‘Brazil 10 5% 615 
. 13 Brazil 10 5% 1,400 
4 Costa Rica 12 5% 3,000 
18 Argentina 12 5% 2,200 
18 Brazil 14 5% 5,000 
18 Brazil 7 5% 5,000 
16 El Salvador 30% 2% 2,700 
23 Peru 20 1% 22,800 
23°’ Peru 21 1% 1,000 
30 Colombia 20 2% 2,454 
. 20 Colombia 20 2% 15,200 
. 27 Colombia 24 2% 2,883 
. 27 Colombia 30 2% 2,300 
. Dec. 4 Brazil 23 2% 4,120 
. Dec. 11 Uruguay 21 2% 2,500 
. Dec. 13 Venezuela 20 2% 20,000 
. Nov. 13 Honduras 7 4 960 
. Dec. 11 Panama 15 4 2,900 


Term of Rate of 
Loan 


(years) 


oN AW hwn 


Loans numbered 1 through 8 above were from the 
IDB’s ordinary resources; those numbered 9 through 
18 were from the Social Progress Trust Fund (which 
was established by the U.S. Government under the 
“Alliance for Progress” program and of which the IDB 
is the administrator) and carry a service charge of 
% of 1 per cent on principal amounts outstanding; and 
those numbered 19 and 20 were from the IDB’s Fund 
for Special Operations. The objects of the loans were 
as follows: 


. Production of automotive transmission gears. 
. Production of cement. 
. Manufacture of tool parts for the petroleum 
industry. 
4. Improved electrical distribution. 
. Development of livestock industry. 
. Plant to manufacture prefabricated houses. 
. Improved and expanded electric transmission 
facilities. 
. Kraft pulp and paper mill. 
. Water supply and sewerage. 
. Housing for low-income families. 
. Loans for housing, etc., through Central Credit 
Union. 
. Water supply for Cali. 
. Construction of homes. 
. Water supply in Cucuta. 
. Sewerage in Cucuta. 
. Water supply in Salvador. 
. Sewerage in Montevideo. 
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18. Two loans for water supply system. 
19. Highway and air transportation surveys. 
20. Agricultural and livestock development. 


The Bank also made two grants: one on October 9 of 
$60,000 to Guatemala toward the cost of a technical 
assistance mission to study means of economic develop- 
ment; and one on December 8 of $1 million for the 
Latin American Institute for Development Planning, 
to be established in Santiago, Chile. 


On November 4, the IDB announced that payment 
by 19 member countries of the second installment of 
capital had brought its ordinary capital resources to 
a total of $227,297,000 paid in and the resources 
of its Fund for Special Operations to $145,764,552 
paid in. The third and final payment toward the 
authorized ordinary capital of $381,580,000 is due by 
October 31, 1962. 


Sources: Inter-American Development Bank, Press 
Releases, Washington, D.C., October 9- 


December 18, 1961. 


Colombian Land Reforms 


The Congress of Colombia has recently passed an 
Agrarian Reform Law, providing a new institutional 
framework to complement other economic development 
efforts by precluding the existence of idle land. 

The law established the National Institute for 
Agrarian Reform (NIAR), with authority to review the 
land tenure structure throughout the nation and to 
distribute land that is not being utilized fully. Vacant 
land, or land owned by the nation, will be distributed 
first, but private landholdings will also be reviewed, as 
it is considered that land ownership is justifiable only if 
such ownership results in adequate economic utilization. 


Within six months, landholders whose property is 
larger than 2,000 hectares are required to furnish to 
the Institute proof of full utilization of their land. 
A committee of three, which includes the proprietor or 
his representative, will then decide whether or not the 
land is being fully utilized, and where it is not the land 
may be expropriated. 

Among many other detailed provisions, the law stipu- 
lates that payment for expropriated land is to be made 
in cash, up to a certain amount, and by the issuance of 
special NIAR 25-year bonds bearing 2 per cent interest. 


The land which the Institute may purchase or expro- 
priate can be used only for the establishment of family 
agricultural units or cooperatives, the concentration of 
landholdings, the establishment of needed public serv- 
ices, or the enlargement of urban zones. 


Finally, every year the national budget will appropri- 
ate Col$100 million ($15 million) to the newly created 
National Agrarian Fund, which may be augmented 


through internal and external borrowing, donations, and 
other means. 


Source: El Tiempo, Bogota, Colombia, November 24, 
1961. 


Finance for Bolivian Transportation 


Argentina signed an agreement on November 23 to 
lend to the Government of Bolivia the equivalent in 
Argentine pesos of US$1.02 million for the completion 
of the Bermejo-Tarija-Potosi Road. 


The Federal Parliament of Brazil on the same day 
approved an additional budgetary appropriation for the 
Mixed Bolivian-Brazilian Railway Commission, of 
Cr$439 million to be made available to the Commission 
in December. 


Source: El Diario, La Paz, Bolivia, November 23, 1961. 


Summary Index 


EEC: Negotiations with African Countries 
EFTA: Common Market for the Escudo Area 
IDB: Loans and Other Activities 


Argentina: Loan to Bolivia 
Bolivia: Finance for Transportation 
Brazil: Finance for Bolivian Railway 
Ceylon: Rubber Export Duty 
Colombia: Agrarian Reform Law 
East Africa: Flood Damage 
Germany, Fed. Rep.: Mr. Blessing on the World 
Monetary System 
New Ratios for Bank Credits 
Greece: Economic Policy 
Iraq: Law Regarding Commercial Agencies 
Italy: Economic Expansion, 1961 
Korea: Five-Year Power Development Plan 
Norway: Proposed Coinage Bill 
Pakistan: Compulsory Cotton Textile Exports 
Portugal: Common Market for the Escudo Area 
Scandinavia: Nordic Cooperation 
Turkey: Exchange Controls Relaxed 
United Kingdom: Sterling Area and Bank Rate 
Yugoslavia: Foreign Trade, Jan.-Oct. 1961 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on matérial 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note 
Explanatory material may be added, but no Fund 
editorial comment. Any suggestions made or opinions 
expressed are taken from the sources quoted. Items are 
selected for inclusion because they are in fields of par- 
ticular interest to the Fund; their selection does not 
necessarily imply that they reflect the Fund's views. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 

The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W Washington 25, D.C. 





